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Independent Auditors® Report

Board of Directors
KIPP New QOrleans, Inc
New Orleans, L.ouisiana

We have audited the accompanying statement of financial position of KIPP New Orleans, Inc as of June 30,
2011, and the related statements of activities, functional expenses, and cash flows for the year then ended
These financial statements are the responsibiity of KIPP New Orleans, Inc's management Our
responsibility 1s to express an opinion on these financial statements based on our audit The financial
stalements of KIPP New QOrleans, Inc as of June 30, 2010, were audited by other audiors whose report
dated December 31, 2010, expressed an unqualfied opinion on those financial statements

We conducted our audit in accordance with auditing standards generally accepted in the United States of
Amenca and the standards applicable to financial audits contained in Government Audiing Siandards,
issued by the Comptroller General of the United States Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of matenal
misstatement  An audit includes examining, on a lest basis, evidence supporting the amounts and
disclosures in the financial statements An audit also includes assessing the accounting pnnciples used and
significant estimates made by management, as well as evaluating the overall financial statement
presentabion We believe that our audit provides a reasonable basis for our opinion

In our opimion, the financial statements referred to above present farly, in all material respects, the financial
posiion of KIPP New Orleans, In¢c as of June 30, 2011, and the changes n its net assels and its cash flows
for the year then ended in conformity with accounting principles generally accepted in the United States of
Amenca

In accordance with Government Audiing Standards, we have &lso 1ssued our report dated December 23,
2011 on our consideration of KIPP New Orleans, Inc's intemnal confral over financial reporting and on our
tests of its complance with certain provisions of laws, regulations, contracts, and grant agreements and
other malters The purpose of that report 1s to describe the scope of our testing of mternal control aver
financial reporting and compliance and the resulls of that teshng, and not to provide an opinion an internal
control over financial reporting or on comphance That report 15 an integral part of an audit performed In
accordance with Government Audihing Standards and should be considered in assessing the results of our
audit

Qur audit was conducted for the purpose of forming an opinion on the financial statements as a whole The
schedules of financial position by school and activibes by school are presented for purposes of additional
analysis and are nol a required part of the financial statements Such informalion ts the responsibiity of
management and was denved from and relates directly to the underying accounting and other records used
to prepare the financial statements The information has been subjected to the audiing procedures apphed
in the audit of the financial statements and certain additional procedurss, including companng and
reconciling such information directly to the underlying accounting and other records used lo prepare the
financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of Amenca In our opinion, the
nformation 1S fayly stated i all matenal respects in relation to the financial statements as a whole
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The performance and statishical data included as Schedules 1 through 9 15 presented as supplementary
infarmation required by Loursiana State Law and 15 not a required part of the financial statements Such
mformation has not been subjected to the audiing procedures applied in the audit of the financial statements
and, accordingly, we do not express an opinion ar provide any assurance on it

D el eV s

South Portland, Maine
December 23, 2011



KIPP New Crleans, Inc

Statements of Financial Position

June 30,
2011 2010
ASSETS
Current Assets
Cash and cash equivalents $ 1,459,492 $ 1820179
Prepaid expenses 124,778 112,412
Grants receivable 1,266,974 1,091,379
Other receivables 10,323 20,000
Other assets 2,317 7,099
Total Current Assets 2,863,884 3,051,069
Other Assets
Deposits 1,500 2455
Non-Current Assets
Properly and equipment (net of accumulated depreciation) 1,110,284 555,370
Total Assets $ 3,975,668 $ 3,608,884
LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable and accrued expenses $ 756,952 $ 786,970
Due to KIPP Foundation 127,125 82,129
Noles payable 91,485
Total Gurrent Liabilities 975,562 869,099
Non-Current Liabilities
Long-term debt 523,472 500,000
Total Liabilities 1,499,034 1,369,098
Net Assets
Unrestricted 2,231,644 2,037,164
Temporanly restncted 244,990 202,631
Total Net Assets 2,476,634 2,239,795
Total Liabilities and Net Assels $ 3,975,668 $ 3,608,894

See accompanying independent auditors’ report
The accompanying notes are an integral part of these financial statements



KIPP New Qrleans, Inc

Statements of Activities
Years Ended June 30,

Unrestricted Net Assets
Public Support and Other Revenues
Lacal per pupil and
Federal sources
State public schoo! funds
Donations and contributions
Other local sources
Qther state funds
Total Public Support and Other Revenues

Net Assets Released from Restrictions
Total Support, Revenues and Reclassifications

Expenses
Program services

Regular education programs
School admimstration
Operation and mamtenance of plant services
Speaial education programs
Food services
Student transportation
Instructional staff services
Pupil support services
Other speqal programs
Other instructional programs
Communily service operalions

Management and general
Business services
Cenfiral services
General adminustration
Other support services

Fundraising
Total Expenses
Increase {Decrease) in Unrestricted Net Assets
Temporaniy Restricted Net Assets

Donations

Net assets released from restriclions
Increase (Decrease} in Temporanly Restricted Net Assets
Change in Net Assets
Net Assets at Beginning of Fiscal Year

Net Assets at End of Fiscal Year

See accompanysng independent auditors’ report

The accompanying notes are an integral part of these fimanoal statemenls

2011 2010
$ 7,308,225 $ 5020046
4,734,024 3,924,076
6,221,747 4,238,137
2,556,261 1,208,620
149,395 154,806
183,768 123,948
21,153,420 14,669,833
197,863 240414
21,351,283 14,910,247
8,193,283 7,282,170
2,311,979 1,696,163
1,853,274 1,128,338
1,389,769 971,333
1,149,555 834,774
1,193,721 792,017
560,682 574,478
1,430,894 911,481
217,618 229,977
534,849 297.017
14,259 12,490
18,849,883 14,730,238
995,663 689,206
754,053 558,269
366,712 293816
94,048 94,178
2,200,476 1,635,469
106,444 100,845
21,156,803 16,466,552
194,480 {1,556,305)
240,222 222,222
{197.863) (240.414)
42,359 {18,192)
236,838 (1.574,497)
2,239,795 3,814,292
$ 2,476,634 $ 2,239,795




KIPP New Orleans, Inc

Statements of Cash Flows

Years Ended June 30,

2011 2010
Cash Flows from Operating Activibies*

Change in net assets $ 236,839 $ (1,574,497)

Depreciation expense 298,619 105,644

Accrued interest 23,472

Nen-cash contnbutions of property and equipment (160,000)

{Increase) decrease in operating assets

Grants and other recewvables {165,918} 618,719

Prepaid expenses {12,366) {73,248)

Other assets 5,737 22,409

Increase (decrease) in operating habiibes

Accounts payable (30,018) 298,370

Due to KIPP Foundation 44,996 77,693
Net cash provided by (used in) operating activities 241,361 {524,910)
Cash Flows from Investing Activities:

Purchase of praperty and equipment {593,333) {25,323)
Net cash used in investing activities {593,333) {25,323)
Cash Flows from Financing Activities:

Proceeds from long-term debt 500,000

Payments on notes payable {8,715)

Net cash provided by {used in} financing activities {8,715) 500,000
Net Decrease in Cash and Cash Equivalents (360,687) (50,233)
Cash and Cash Equivalents, Beginning of Fiscal Year 1,820,179 1,870,412
Cash and Cash Equivalents, End of Fiscal Year $ 1,459,492 S 1,820,179
Supplemental schedule of noncash invesling and financing activies:

Total acquisiions of property and equipment $ 853,533

Acquired through acquisition of debt (100,200)
Contributed by a donor (160,000)
Cash pard for aquisitions of property and equipment $ 593,333

See accompanying independent auditors' report
The accompanying notes are an integral part of these financial statements



KIPP New Orleans, Inc

Naotes to Financial Statements.
June 30, 2011 and 2010
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

KIPP New Orleans, Inc ("KIPP N O ") was incorporated in the Spring of 2005 for the purpose of aperating
charter schools 1n New Orleans, Lowsiana KIPP N O was created to provide students with knowledge,
skills, and character traits necessary to succeed in competiive lugh schools, college, and hife The State
Board of Elementary and Secondary Educabon has granted KIPP N O six (B) Type 5 charters to operate
KIPP Believe {includes Primary and College Prep and was previously KIPP Philps Preparatory), KIPP
McDonogh 15 School for the Creative Arts (Primary and Middle), KIPP Cenlral City Academy, KIPP
Central City Pnmary, KIPP New Orleans Leadership (Primary and Academy) and KIPP Renaissance High
School In addition, the KIPP New Orleans School Support Center ("SSC") provides support to each of the
schools n the areas of development, operations, finance, academics, recruitment, and planning All
KIPP N O schools and the SSC are governed by the KIPP N O Board of Directors

Basis of Accounting

The financial statements have been prepared on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of Amenca

Basis of Presentation

The financial statements have been prepared in accordance with generally accepted accounling principles
and KIPP N O 1s required fo report information regarding s financial position and activities according to
three classes of net assets as follows

Unrestricted Net Assets - Net assets which are free of donor-imposed restnctions

Temporarily Restricted Net Assets - Net assets whose use by KIPP NO 1s limited by
donor-imposed shpulations that ether expire by the passage of ime or that can be fulfiled or
removed by achons of the organization pursuant to such stipulations

Permanently Restricted Net Assets - Net assets subject to donor-imposed stipulations that they
be maintained permanently by KIPP N O

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect certan reported amounts and disclosures
Accordingly, actual amounts could differ from those estimates

Grants Receivable

Granis recelvable are stated at the amount management expects to collect from balances outstanding at
yearend It 1s KIPP NO's policy to charge off uncollechble grants recewable when management
determines the racewvable will not be coilected Based on management's assessment of the credit history,
third-party contracts, and other cicumstances, it has concluded that realization losses on balances
outstanding at year-end will be immaterial



KIPP New Orleans, Inc

Notes to Financial Statements

June 30, 2011 and 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Property and Equipment

Properly and equipment acquired are capitalized at cost Contributed property and equipment are
recorded at far value at the date of donation It 1s KIPP N O's pohcy to capitakze expenditures for
individual items 1n excess of $1,000 or groups of similar tems In excess of $2,500 Lesser amounts are

expensed as incurred Property and equipment are being depreciated over therr estimated useful hves
using the straight-iine method using the following lives

Furniture, fixtures and equipment 3-1Qyears
Leasehold impravements 3-10years
Public Support and Revenue

KIPP N O receives its support primarily from the Louisiana State Department of Education and the
United States Department of Education

Irrevocable promises to give and outnght contnbutions are recorded as revenue on the accrual basis as
they are received, and allowances are provided for promises io give estimated to be uncollectible
Promises to give and contributions are principally received from corporate, foundation, and individual
donors around the United States Both promises 1o give and contributions are considered avaitable for
unrestricted use unless specifically restricted by donors  Irrevocable promises to give which relate to a
subsequent year are recorded as recewvables and temporarly resincted net assets in the year the
commiiment is received

Coninbutions whose donor restrictions are met in the same reporting period are reported as unrestricted
support KIPP N O uses the direct wnte-off method of wnting off uncoliectible recewvables

Contnbutions of donated noncash assets are recorded at their farr values in the penod recewved
Contributions of donated services that create or enhance nonfinancial assets or that require specialized
skills provided by individuals possessing those skifls, and would typically need to be purchased «f not
provided by donation, are recorded at their fair values in the penod received

All contnbutions are considered to be availlable for unrestricted use unless specifically restncted by the
donor Amounts received that are designated for future periods or restricted by the donor for specific
purposes are reported as temporarly restricted or permanently restricted support that increases those net
asset classes When a temporary restriction expires, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statement of activities as net assets released from restnctions

Income Tax Status

KIPP N O 1s a tax-exempt organizahon under Internal Revenue Code Section 501 {(c) (3) and, as such, 15 not
subject to income tax

Management has evaluated KIPP N O's tax posilions and concluded that as of June 30, 2011 and 2010,
KIPP NO does not believe that it has taken any tax positions that would require the recording of any
addilional tax liabiibes nor does it believe that there are any unrealzed tax benefits that would either
increase or decrease within the next twelve months KIPP N O (s currently open fo audit under the statute of
hrmitations by the Internal Revenue Service and state taxing authonties for the years ended June 30, 2008
through June 30, 2011



KIPP New Orleans, Inc

Notes to Financial Statements.

June 30, 2011 and 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Functronal Expenses

The costs of providing the various programs and other activities have been summanzed an a functional basis
in the statement of activites Accordingly, certain costs have been allocated among the program and
supporting services benefited

Compensated Absences

Ali instructional staff members are granted ten paid time off (PTQ) days at the beginning of each year
Unused days do not roll forward at the end of the fiscal year and may not be redeemed for additional
compensation al the end of the year School Support Center and non-instruclional staff earn a total of 15
PTO days per year Unused days do not camy forward at the end of the fiscal year and may not be
redeemed for additional compensatian at the end of the year or end of employment with KIPP N O

Cash and Cash Equivalents

For the purpose of the Statement of Cash Flows, KIPP N O considers all unrestncted, highly liquid
investments with an inihial matunty of less than three months to be cash and cash equivalents

Reclassification

Certain 2010 amounts have been reclassified 10 conform to the 2011 financial statement presentation Net
assets and changes in net assets did not change due to these reclassifications

NOTE 2 - CASH AND CASH EQUIVALENTS AND INVESTMENTS

Under State law, deposits with financial institutions must be secured by federal deposit insurance or pledged
secuntes owned by the fiscal agent bank The market value of the pledged secunties plus the federal
deposit nsurance must at all imes equal the amount on deposit with the fiscal agent These secunties are
hedd in the name of the pledging fiscal agent bank n a holding or custodial bank that 1s mutually acceplable
to both parties

Al June 30, 2011 and 2010, KIPP N O 's deposits (bank balances) totaled approximately $1 66 million and
$1 88 mulion, respeclively These deposits are secured from nsk by federal depasit insurance under the
temporary Transaction Account Guarantee Program There were no balances as of June 30, 2011 and 2010
that were unsecured or uninsured KIPP N O did not hold any investments as of June 30, 2011 and 2010

NOTE 3 - PROPERTY AND EQUIPMENT

Praperty and equipment at June 30, 2011 and 2010 consisted of the following

201 2010
Furmiture, fixtures and equipment $ 869,919 $ 263,801
Leasehold improvements 817,513 570,298
Accumulated depreciation {577,148) (278,529)
Property and equipment, net _$ 1,110,284 $ 555,370




KIPP New Orleans, inc

Notes to Financial Statements.
June 30, 2011 and 2010

NOTE 3 - PROPERTY AND EQUIPMENT — CONTINUED

Depreciation expense for KIPP N O for the years ended June 30, 2011 and 2010 was $298,619 and
$105,645, respectively

KIPP N O occupies and utlizes bulldings owned by the Recovery School District in New Orleans The cost
of these buildings 1s not reflected in the statement of financial position as asset titte remains with the
Recovery School Distict  KIPP N O has not recorded the free use of the faciites dunng the years ended
June 30, 2011 and 2010, as the fair value 1s not readily determinable

NOTE 4 - DEBT
Notes Payable

On June 20, 2011, KIPP N.O. entered into a short-terrn installment payment agreement with Baytree
Nationa! Bank & Trust Company for the purchase of software The terms of the agreement require twelve
monthly payments of $8,620 The final payment 1s due in May 2012 The balance of the obligation as of
June 30, 2011 was $91,485

Long-Term Debt

On January 22, 2010, KIPP N O entered into a loan agreement with Charter Fund, Inc {the "Fund™}, a
nonprofit corporation doing business as the Charter School Growth Fund, in the amount of $500,000
Interest on the loan started from the date of funding, which was April 12, 2010 Interest accrues at a rate of
3 25% per annum {based on a 360 day year) and 1s due in full on November 1, 2017 Principal repayments
are due 1n the amouni of $200,000 on November 1, 2016 and $300,000 on November 1, 2017

According to the terms of the loan agreement, $300,000 of the principal due and any accrued but unpad
interest on such pnncipal, may be forgiven and treated as a grant award if KIPP N C achieves certain
milestones for fiscal 2014, as determined by the Fund in its sole and absolute discretion Any amounts not
fargiven shall remain payable (both principal and interest) until maturity

Interest expense for the years ended June 30, 2011 and 2010, was $23,472 and $0, respectively

Line of Credit

Subsequent to June 30, 2011, KIPP N O obtained a ine of credit wilh a borrowing base equal to the lesser
of $1,500 000 or 80% of the aggregate amount of eligible accounts receivable The interest rate on the Iine
of credit is the Pnime rate plus 75% The line of credit matures on August 15, 2012 and renews on an
annual basis

NOTE 5 - TEMPORARILY RESTRICTED NET ASSETS

Temporanly restncted net assets at June 30, 2011 and 2010 were available for the foflowing purposes

2011 2010
KIPP to College Program $ 155490 $ 129462
Student Scholarships 73,500 71,500
College savings plan 1,000
Facility repairs and renovations 15,000 1,669
$ 244,990 $ 20264



KIPP New QOrieans, Inc

Notes to Financial Statements
June 30, 2011 and 2010
NOTE 5 - TEMPORARILY RESTRICTED NET ASSETS - CONTINUED

Net assets were released from donor restriclions by incurnng expenses satisfying the restricted purposes
specified by donors during the year in the amounts of $196,194 and $240,414 for the years ended June
30, 2011 and 2010, respechively

NOTE & — RETIREMENT PLANS

Substantially all employees of KIPP N O are members of an employer sponsored 403(b) retirement
plan In addition, some emptoyees of McDonogh 15 School for the Creative Arts are members of the
Teachers’ Retirement System of Lawsiana {"TRSL") KIPP N O made contrnibutions to both plans for the
year ended June 30, 2010 KIPP N O ceased making contributions to the TRSL plan effective July 1,
2010 KIPP N O made contnibutions to the 403(b) retirement plan for the year ended June 30, 2011
Pertinent information relative to each plan 1s as follows

Teachers' Retirement System of Louisiana (TRSL) Plan
Description

The TRSL consists of three membership plans Regular Plan, Plan A, and Plan B The TRSL provides
retirement benefits as well as disabilty and survivor benefits Ten years of service credit 1s required to
become vested for retirement benefits and five years to become vested for disability and survivor
benefils Benefits are established and amended by siate statute The TRSL 1ssues a publicly avalable
financial report and includes financial statements and required supplementary information for the TRSL
That report may be obtained by wnting to the Teachers' Retirement System of Louisiana, Post Office
Box 94123, Baton Rouge, Lowisiana 70804-3123, or by calling (225) 925-6446

Funding Policy

Plan members are required to contribute 8 0%, 2 1%, and 5 0% of their annual covered salary for the
Regular Pian, Plan A, and Plan B, respectively KIPP N O s required to contnbute at an actuanatly
determined rate The rate for the year ended June 30, 2010 was 16 6% of annual covered payroll for all
three membership plans Member contributions and employer's contributions for the TRSL are
established by state law and rates are established by the Public Retwrement Systems’ Actuanal
Committee KIPP N Q 's employer contribution for the TRSL, as provided by state law, 1s funded by the
State of Louisiana through annua! appropriations and by remittance from KIPP NO KIPP NO's
contnbutions to the TRSL for the year ended June 30, 2010 amounted to $382,219, which were equal fo
the required contributions for that year Effective July 1, 2010, KIPP N O ceased making contnbutions
to TRSL

403(b) Plan
Description
KIPP NO has a 403(b) deferred compensalion plan covering substantially all employees Covered
employees may elect to contnbute a portien of their salanes as zllowable KIPP N Q elected to match

6% of covered employees' salanes as contributions KIPP N O's contnbutions were $433,872 and
$314,056 for the years ended June 30, 2011 and 2010, respectively

10



KiPP New Crleans_Inc

Notes to Financial Statements.
June 30, 2011 and 2010
NOTE 7 — CONTINGENGIES

Federal and State Grant Programs

KIPP N O participates in numerous federal and state grant programs thal are governed by vanous rules and
regulations of the grantor agencies Grantor agencies reserve the night to perform certain audit work in
addition to work performed by KIPP N O's independent auditors The grants generally require that all
records, supporting documents and audit documentation be made available for a pened of five years from the
date the audit report 1s 1ssued Disallowed caosts, if any, resulting from such additional audit wark would have
to be absorbed by KIPP NO In the opimon of KIPP N O, therge are no significant contingent habiities
relating to compliance with the rules and regulations governing the respective grants, therefore, no provision
has been recorded In the accampanying financial statements for such contingencies

Other Contingencies

At June 30, 2010, KIPP N O was not a defendant or co-defendan! in any lawsuits ansing from the normal
course of operattons During the year ended June 30, 2011, there are two potential claims ansing from the
ordinary course of business Management does not beheve there will be a material adverse effect on the
financial position of KIPP N O

NOTE 8 - EVALUATION OF SUBSEQUENT EVENTS
KIPFP NO has evaluated subsequent evenits fhrough the date of these financial statements, which

represents the date on which the financial statements were available to be 1ssued Management believes no
other events are required to be provided for or disclosed

11



KIPP Kew Ordeons Inc

Schedules of Financial Position by School

June 30, 2011 (with comparativa totdis for 2010}

2011 2010
Bolleve
WcDonogh 15 GCollage New Orieans School
ASSETS Schoolforthe Preparatory Cenlral City Contral City Renaissance Leadership Support terfund
Creative Arts School Academy Primary High Schopl  Academy Center Eliminations Total Tatal
Cumment Agsets

Cash and cash equivalenis $ (179,188) $ 1316135 § 192744 S (194,661) § ([780,643) § (207.555) § 1,322,660 § 1,450,492 S 180119

Prepaid expenses 6,362 59,208 59,208 124,778 112412

Grants recenable 178119 136,638 172 849 207.579 242 588 217,439 114,654 1,266,974 1091379

Other recEvables 4,829 2,887 17 479 FARE 10,323 20 D00

Due from KIPP New Orleans/Schools 1,174,658 62361 418,184 IN,169 861,630 508,189 1772848 $(5191,095)

Other assets N7 2317 7099
Total Cusrent Assetn 1,185,780 1,518 018 843,102 463,774 313,634 518,073 3,214,398 15,192,995} 2,883,854 3051069
Other Assets

Deposits 1,500 1,500 2,455
Non-Currem Assats

Property dnd equipment (net of

(accumylated deprecation) 287,850 343 265 89,030 74,490 158,630 54,790 100825 1,110,284 §55 370
Tatal Assots $ 1473430 & 14861867 & 933532 § 536264 & 473284 § 572863 § 3.M522) 5!5.192.82! $ 3.975.660 $ 3,608 894
UABILITIES AND NET ASSETS

Current Liabililics
Actounts payable and accrusd expenses  § 131,227 5 153793 0§ B4.245 0§ 135150 5 74928 § 407 0§ 131,022 0§ 2,845 5 756,952 S 7RBETD

Dus to KIPP Mew Orleans/Schools 445,808 1,856,804 437 952 336,310 M7.915 623785 1,582,089 (5,168,740)

Que to KIPP Foundation 10,000 28.7M 28,485 22,060 11,270 1,718 800 127,128 82 129

Nates payable 9 485 91,485
Total Current Liabilitles 607,122 1,736,328 546 682 496,520 404,131 572,297 1805 377 {5.152,B95) 975 582 B6S (099
Mon-Gurrent Liabilities

Long-term debt 823472 523,472 500.000
Total Liabllitios 607,122 1 716,328 545,682 496,620 404 131 532 797 2 328 B4Y {5 192 845) 13499|03-l 1369 099
Met Azsats

Uniestricied 866 308 125,559 386,850 41,744 51,123 566 759 384 2,231,844 2037 164

Temporanly restnctad 16,000 2256 920 244,080 202 631
Total Net Assets 866,308 125,559 388 940 41 744 69123 566 P26 374 Z 476 634 2233 795
Total Liabilitas and Nat Assats H 1!473!430 $ 1,861,087 § 633,632 $ SIB284 § 473264 S5 572883 5 1315223 5!5.192.895! §3 975'553 S 36808 894

See \panying ind denl audiors repart 12



PP Now Oddaars ine.

Schedules of Activities by School

Year Ended June 30, 2011 fwath comparativa totale for 2010)

2011 200
Believe
McDonogh 15 Colloge Mow Qricans Schoot
Schoglforthe Proparstory Conlpl Clty  Caontral City  Renak Leadershi HSupport Interfund
UNRESTRICTED NET ASSETS Croative Anta School Academy Prtmary High Schoal Acadamy Canter Ellmination Total Total
Public Support snd Other Revenues
Local pur pupil aid % 15354806 S4.414.243 $1 500 919 £ 1.256 611 $ 5SB05T4 3 4072 S 1300223 % 5020 C46
Federal scurces 1,161,290 T95 68D 848 920 874,225 433,292 439,750 5 113584 4,734,024 3924 076
State pubSic school unds. 1701001 1280918 1324 214 1,005,455 562,668 7491 8,221,747 4238137
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Sira attompanyLyg IndeSendent Jud o repod




SCHEDULES REQUIRED BY LOUISIANA STATE LAW
(R.S. 24:514 - PERFORMANCE AND STATISTICAL DATA)
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Kipp New Orleans, Inc.
New Orleans, Louisiana

Schedules Required by Louisiana State Law
(F.S. 24:514 - Performance and Statistical Data)

As of and for the Year Ended June 30, 2011

Schedule 1 - General Fund Instructional and Support Expenditures and Certain Local Revenue
Sources

This schedule includes general fund instructional and equipment expenditures it also contains local
taxalion revenue, earnings on investments, revenue i lieu of taxes, and nonpublic textbcok and
transportation revenue This data 1s used ether in the Minimum Foundabion Program (MFP) formuta or s
presented annually in the MFP 70% Expenditure Requirement Report

Schedule 2 - Fducation Levels of Public School Staff
This schedule mcludes the certificated and uncertificated number and percentage of full-time classroom
teachers and the number and percentage of pnhcipals and assistant principals with less than a

Bachelor's, Master's, Masters +30, Specialist in Education, and Ph D or Ed D degrees This data s
currently reported to the Legislature in the Annual Financial and Statistical Report (AFSR)

Schedule 3 - Number and Type of Public Schools

This schedule includes the number of elementary, middlefjumor high, secondary, and comb:nation
schools in operation duning the fiscal year This data is currently reported to the Legisiature in the Annual
Financial ang Statishical Repori (AFSR)

Schedule 4 - Experience of Public Principals, Assistant Principals, and Full-Time Classroom
Teachers

This schedule includes the number of years of expenence in teaching for principals, assist principals, and
full-tme classroom teachers This data 1s currently reporied to the Legistature in the Annual Financial
and Statistical Reporl (AFSR)

Schedule 5 - Public School Staff Data

This schedule includes average classroom teachers' salary using full-bme equwalents, including and
excluding ROTC and rehired retiree teachers This data s currently reported to the Legslatlure in the
Annual Financial and Statistical Report (AFSR)

Schedule 6 - Class Size Characteristics

This schedule includes the percent and number of classes and student enroliment in the following ranges
1.20, 21-26, 27-33, and 34+ students

Schedule 7 - Louisiana Educational Assessment Program {L EAP)

This schedule represents student performance testing data and includes summary scores for grades 4
and 8 In each calegory tested Scores are reported as Advanced, Mastery, Basic, Approaching Basic,
and Unsatisfactory This schedule contains three years of data
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Kipp New Orleans, Inc.
New Orleans, Louisiana

Schedules Required by Louisiana State Law - Continued
{F.S. 24:514 - Performance and Statistical Data)

As of and for the Year Ended June 30, 2011

Schedule 8 - Graduation Exit Exam

Not applicable

Schedule 8 - iLEAP Test Results

This schedule represents student performance testing data and includes a summary score for grades 3,
5, 6, and 7 in each category tested The summary score reported 1S the Percentile Rank showing relative
position or rank as compared to a large, representative sample of students i the same grade from the
state This schedule includes three years of data

The school does niol have grades 10 or 11, therefore, this schedule does not apply
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INDEPENDENT ACCOUNTANTS' REPORT ON APPLYING AGREED UPON PROCEDURES

Board of Directors
KIPP New Crleans, Inc
New Orleans, Louisiana

We have performed the procedures included in the Lowsiana Governmental Audit Guide and enumerated
below, which were agreed fo by the management of KIPP New Orleans, Inc (the School) and the Legislalive
Auditor, Stale of Lowisiana, solely to assist users in evalualing management's assertions about the
performance and statstical data accompanying the annual financial statements of KIPP New Orleans, Inc
and to determine whether the specified schedules are free of obvious errors and omissions as provided by
the Board of Elementary and Secondary Education (BESE) Bulletn Management of the School IS
responsible for s performance and stalistical data This agreed-upon procedures engagement was
performed n accordance with attestation standards estabhshed by the American Institute of Cerlified Public
Accountants and applicable standards of Govemment Audiing Standards The sufficiency of these
procedures 1S solely the responsibihity of the specified users of tms report Consequently, we make no
representation regarding the sufficiency of the procedures described below either far the purpose for which
this report has been requested or for any other purpose

Our procedures and findings relate to the accompanying schedules of supplemental information and are as
follows

General Fund Instructional and Support Expenditures and Certain Local Revenue Sources (Schedule
1

1 We selected a random sample of 25 transachions and reviewed supporting documentation to determine if
the sampled expendituresirevenues are classified correctly and are reported In the proper amounts for
each of the following amounts reported on the schedule

Total General Fund Instructional Expenditures,
« Total General Fund Equipment Expenditures,
» Total Local Taxation Revenue,
» Total Local Earnings on Investment in Real Property,
+ Total State Revenue In Lieu of Taxes,
» Nonpublic Textbook Revenue, and
» Nonpublic Transportation Revenue

Findings:
None
A —— . - —— A7
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Education Levels of Public School Staff {Schedufe 2)

2 We reconciled tha total number of full-ime classroom teachers per the schedule "Expenence of Pubhc
Principals, Assistant Pnncipals, and Full-time Classroom Teachers® (Schedule 4) to the combined total
number of full-hme classroom teachers per this schedule and to the School's supporting payroll records
as of October 1st

3  We reconciled the combined total of principals and assistant principals per the schedule "Expenence of
Public Principals, Assistant Principals, and Full-time Classroom Teachers” (Schedule 4) to the comiined
total of pnncipals and assistant pnncipals per this schedule

4 We abtained a list of full-time teachers, pnncipals, and assistant principals by classification as of October
1st and as reported on the schedule We traced a random sample of 25 teachers to the individual's
personnel file and determine if the individual’s education level was properly classified on the schedule

Findings:

We found four instances of employees that were included in the number of full-hme classroom teachers,
however, they were not included in the School's payroli records as of October 1

We found two instances in which there was not supporting documentation in the personnel file to verfy the
teacher's education level

Number and Type of Public Schools {Schedule 3)

5 We obtained a Iist of schools by type as reported on the schedule We compared the list to the schools
and grade levels as reported on the Title 1 Grants to Local Educaticnal Agencies {(CFDA 84 010)
apphcation and/or the National School Lunch Program {CFDA 10 555} applicabon

Findings:

None

Experience of Public Principals, Assistant Pnncipals, and Full-time Classroom Teachers (Schedule 4)

6 We obtained a list of full-hme teachers, principals, and assistant principals by classification as of Oclober
1 and as reported on the schedule and traced the same sample used in procedure 4 to the indwvidual’s
personnel file and determined if the individual's expenience was properly classified on the schedule

Findings:

We found 14 nstances in which the number of years expenence of the employee as listed in the Profile of
Educational Personnel file did not agree with the number of years expenence in thewr personnet file

We also found one instance in which there was not supporting documentation in the personnel file to verify
the employee’s experience

Public School Staff Dats: Average Salanes {Schedule 5)

7 We obtained a list of all classroom teachers including therr base salary, extra compensation, and ROTC
or rehired retiree status as well as full-tme equivalent as reported on the schedule and iraced a random
sample of 25 teachers to the individual's personnel file and determined if the individual's salary, extra
compensation, and full-time equivalents were properly included an the schedule

8 We recalculated the average salanes and full-tme equivalents reported in the schedule

Findings:
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We found seven instances in which salary amounts for the employees did not agree to the employee's actual
salary amount For a majonty of the employees selected for testing there was not evidence of the employee’s
curreni salary in therr personnel file  Alternatively, we traced the employee salanes to the School's payroll
records

Class Size Characteristics {Schedule 6)

g We obtained a list of classes by school, schoal lype, and class size as reported on the schedule and
reconciled school type classifications to Schedule 3 dala, as obtained in procedure 5 We then traced a
random sample ol 10 classes 1o the Oclober 1 roll books for those classes and determined  the class
was properly classified on the schedule

Findings:

None

Lowsiana Educational Assessment Program (LEAP) (Schedule 7)

10 We obtaned test scores as provided by the testing authority and reconciled scores as reported by the
testing authonty to scores reporied in the schedule by the Schoot

Findings:
None

Graduation Exit Exam {Schedule 8)
11 Not applicable

iLEAP Tests (Schedule 9)

12 We oblained test scores as provided by {he testing authonty and reconciled scores as reporied by the
testing authonty to scores reported in the schedule by the School

Findings:
None

We were not engaged to perform, and did not perform, an audit or exarmination, the objective of which would
be the expression of an opinicn on management's assertions  Accordingly, we do nol express such an
opinion. Had we performed additional procedures, other matters might have come to our altention that
would have been reported to you

This report s iMtended solely for the use of management of Kipp New Orleans, Inc., the Louisiana
Department of Education, the Louisiana Legisiature, and the Legislalive Auditor, State of Loussiana, and
should not be used by those who have not agreed to the procadures and taken responsibifity for the
sufficiency ot the procedures for therr purposes Under Lowsiana Revised Statule 24 513, this report 1s
distnbuted by the Legislative Auditor as a public document

W o Fie Vs

South Porlland, Maine
December 23, 2011
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KIPP NEW ORLEANS, INC.
NEW ORLEANS, LOUISIANA

General Fund Instructional and Support Expenditures and
Certain Local Revenue Sources
For the year ended June 30, 2011

General Fund Instructional and Equipment Expenditures
General Fund Instructional Expenditures

Teacher and Student Interaction Activihes

Classroom Teacher Salaries $ 5,243,576
Other Instructional Staff Activities 219,777
Instructional Staff Employee Bengfiis 1,258,801
Purchased Professional and Technical Services 200,737
Instructional Matenals and Supplies 588,463
Instructional Equipment 164,073

Tetal Teacher and Student Interaction Activities

Other Instructional Activibes

Pupil Support Activities 1,217,814
Less Equipment for Pupll Support Services -

Net Pupl Support Services

Instructional Staff Services 333,045
Less Equipment for Instructional Staff Services -

Net Instructional Staff Services

Schoal Administration 2,163,105

Less Equipment for School Adminisirations
Net School Admiristration

Total General Fund Instructional Expenditures
Total General Fund Equipment Expendilures

Certain Local Revenue Sources

-

Schedute 1
$ 7675427
158,205
1.217,814
333,045
2,163,105
$ 11,547,596
$ 164,073

Note KIPP New Orleans, {ng recewes local revenues from the Orleans Parish School Board which 1s
passed through the Recovery School Disinct KIPP does not receive a detaled schedule of the source of
these revenues This section is not applicable to charler schools under the Recovery School Distnict

See independent accountants' report on applying agreed upon procedures
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KIPP NEW ORLEANS, INC. L I Schedule 2
NEW ORLEANS, LOUISIANA | ! i
T iz I
! 7ﬁ! J .
Education Levels of Public School Staff | ____' -
As of October1,2010 - o _
|
T Full-time Classroom Teachers Pnncipals and Assistant Pnncipals
Certificated Uncertificated Certificated Uncertificated
Calegory o | Number [ Percent | Number | Percent | Number | Percent | Number | Percent
Less than a Baéﬁ_'elor's Degree N _ ) | |
| l
Bachelor's Degree 120 80% | 91 83% ' 5 83% | 8 80%
|
- — ] -
Master's Degree 5 20 ' 17 16% 1 17% . 2 20%
[
Master'sDegree+30 | | 1 1%
Specialistin Education T )
; 1
B o . ]
Ph D orEd D ) | !
[ ' I
Total 25 100% 109 1 100% | 6 100% 10 i 100%
I i ; ! i ! |
See independent accountants' report on applying agreed-upon procedures 21



KIPP NEW ORLEANS, INC. i___
NEW ORLEANS, LOUISIANA'

I
Number and Type of Public Schools |

For the year ended June 30, 2011

Schedule 3

. D o . 201
{Type ) ] Number
Elementary ) L o 1
Middle/dr_High B N 3
t :

Secondary ' 1
Combination N ~ 1
Total i 6

Note Schools opened or closed duning the fiscal year are included in this schedule

See independent accountants’ report on applying agreed-upon procedures
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KIPP NEW ORLEANS, INC.

Schedule 4

NEW ORLEANS, L OUISIANA

Experience of Public PFiﬁcipals,Assistant Principals,

and Full-time Classroom Teachers

As of October 1, 2010 ‘ I | L
0-1Yr | 2-3¥rs  4-10Yrs  11-14 Yrs [ 15-19 Yrs 120-24 Yrs | 25+Yrs | Total
Assistant Pnncipals 2 3 | 3 | 8
Classroom Teachers |, 37 58 | 38 - 134
Pnncipals 4 4 : 8
Total 139 66 45 0 0 T 1T 150
| )

See independent accountants’ repart on applying agreed-upeon procedures
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KIPP NEW ORLEANS, INC. N 0 Schedule 5

NEW ORLEANS, LOUISIANA

Public School Staff Data
For the year ended June 30, 2011

Classroom
Teachers Excluding
; ROTC, Rehired

All Retirees and
Classroom Flagged Salary

_ ~ Teachers | Reductions
Average Classroom Teachers' Salary Including Extra
Compensation $ 46,251 $ 46,251 .
Average Classroom Teachers” Salary Excluding Extra
Compensation o 5 45251 $ 46251
WNumber of Teacher Full-timé Equivalents (FTES) used |
in Computation of Average Salanes ! 134 134 1

See ndependent accountants’ report on applying agreed-upon procedures 24




KIPP NEW ORLEANS, INC. . I Schedulet
NEW ORLEANS, LOUISIANA o . ! ]

|
|
Class Size Charactenstics T A R R P S S
As of October 1, 2010 l _ L
i 1
o CLASS SIZE RANGE
) [ 120 21-26 27 - 33 34 +
School Type . Percent | Number | Percent | Number | Percent | Number | Percent | Number
Elemenfary 28% 28 72% 73 0 0
Elementary Aciivity Classes -
Middie/Jr High _19% 53 | e8% | 189 12% 34 0% 0O
Middle/dr High Activity Classes B N
High T 57% | 28 "% | 17 8% 4 0
High Activily Classes - -
Combination } :_
Combination Actwity Classes N D A o
I A — | |

Note The Board of Elementary and Secondary Education has set speaific Iimits on the maximum size of classes at vanous grade
levels The maximum enrollment n grades K - 315 26 students and maximum enrollment in grades 4 - 12 15 33 students These|
bmits do not apply to aclivily classes such as physical education, chorus, band, and other classes without maximum enroliment
standards Therefore, these classes are included only as separate line lems

See independent accountanls’ report on applying agreed-upon procedures 25
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_§chedule 8

KIPP NEW ORLEANS, INC. ’
NEW ORLEANS, LOUISIANA

Graduat_ion Exit Exam

For the Year Ended June 30, 2011

See independent accauntants' report on applying agreed-upon procedures
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Independent Auditors' Report on Internat Control Over Financial Reporting

and on Comphance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards

Board of Directors
KIPP New Orleans, inc
New Orleans, Louisiana

We have audited the financial statements of KIPP New Orleans, Inc, {the School} as of and for the year
ended June 30, 2011, which collectively comprise KIPP New Orleans, Inc 's basic financial statements and
have 1ssued our report thereon dated December 23, 2011 We conducted our audit in accordance with
auditing standards generally accepted in the United States of Amenca and the standards applicable 1o
financial audits contained in Government Auditing Standards, 1ssued by the Comptroller Generat of the United
States

Internal Control Over Financial Reporting

Management of KIPP New Orleans, Inc s responsible for establishing and maintaiming effective internal
control over financial reporting  In planning and performing our audit, we considered KIPP New Orleans,
Inc 's internal control over financial reporting as a basis for designing our auditing procedures for the purpose
of expressing our opinions on the financial statements, but not for the purpose of expressing an opnion on
the effectiveness of the Schoof's internatl controi over financial reporling  Accordingly, we do not express an
opinion on the effectiveness of the School's inlernal contro! over financial reporting

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, In the normal course of performing therr assigned functions, to prevent, or detect and correct,
misstatements on a timely basis A malenal weakness 15 a deficiency, or combination of deficiences, In
internal control such that there 1s a reasonable possibility that a matenal misstatement of the School's
financial statements will not be prevented, or detected and corrected, an a timely basis

Our consideration of internal control over financial reporting was for the imited purpose descnbed In the first
paragraph of this seclion and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies or matenal weaknesses We did not identfy any
deficiencies in internal control over financial reporting thal we consider to be matenal weaknesses, as defined
above

. - e e 29
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Board of Directors
KIPP New Orleans, Inc

Compliance and Other Matters

As part of obtaining reasonable assurance about whether KIPP New Oreans, Inc 's financizl statements are
free of malenal misstatement, we performed tesis of its compliance with certain provisions of ilaws,
regulations, confracts, and grant agreements, noncompliance with which could have a direct and matenal
effect on the determination of financial statement amounts However, providing an opinion on compliance
with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion
The resuits of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards

This report 1s intended solely for the information and use of the Board of Directors, the Legislative Auditor of
the State of Lowisiana, and federal awarding agencies and pass-through entittes and 1s not intended to be and
should not be used by anyone other than these specified parties Under Lowisiana Revised Statute 24 513,
this report 1s distnbuted by the Louisiana Legislative Auditor as a public document.

77/4‘.4’4//;‘ 7‘4— £&C

South Partland, Maine
December 23, 2011
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Independent Auditors' Report on Compliance with Requirements
That Could Have a Direct and Matena! Effect on Each Majar Program and on
Internal Control Over Compliance and Schedule of Expenditures of Federal
Awards in Accordance with OMB Circular A-133

Board of Directors
KIPP New Orleans, inc
New Orleans, Lousiana

Compliance

We have audited KIPP New Orleans, Inc ‘s compliance wilh the types of comphance requirements described
In the OMB Croular A-133 Compliance Supplement that could have a direct and matenal effect on each of
KIPP New QOrleans, Inc’s major federal programs for the year ended June 30, 2011 KIPP New Qrleans,
Inc 's major federal programs are identified in the summary of auditors’ results section of the accompanying
schedule of findings and questioned costs Comphance with the requirements of laws, regulations, contracts
and grants applicable to its major federal programs is the responsibiity of KIPP New Orleans, Inc's
management Our responsibility 1s to express an opinion on KIPP New Orleans, Inc 's compliance based on
our audil

We conducted our audit of compliance In accordance with audiling standards generally accepted :n the
United States of America, the standards applicable to financial audils contained in Government Audiling
Standards, i1ssued by the Comptroller General of the United States, and OMB Circular A-133, Audils of
States, Local Governments, and Non-Profit Organizations Those standards and OMB Circular A-133 reguire
that we plan and perform the audit to obtain reasonable assurance about whether noncomphance with the
types of compliance requirements referred to above that could have a direct and materal effect on a major
federal program occurred  An audit includes examining, on & test basis, evidence about KIPP New Orleans,
Inc's compliance with those requirements and perforrmng such other procedures as we considered
necessary in the crrcumstances We believe lhat our audit provides a reasonable basis for our opinion  Our
audit does not provide a legal determunation on KIPP New Orleans, Inc's compliance with those
requirements

In our opinion, KIPP New Orleans, Inc complied, in all matenal respects, with the comphance requirements
referred to above that could have a direct and matenal effect on each of its major federal programs for the
year ended June 30, 2011 However, the results of our auditing procedures disclosed an instance of
noncomplhance with those requirements, which is required to be reported in accordance with OMB Circular A-
133 and which 15 described in the accompanying schedule of findings and questioned costs as tem 2011-2

Internal Control Over Compliance

Management of KIPP New Orleans, Inc s responsible for establishing and maintainng effective internal
control over compliance with requirements of laws, regulatons, contracts and grants applicable to federal
programs In planming and performing our audit, we considered KIPP New Orleans, Inc’s internal control
over comphance with requiraments that could have a direct and matenal effect on a major federal program In
order to determine the auditing procedures for the purpose of expressing our opinion on compliance and to
test and report on internal control over compliance in accordance with OMB Circular A-133, but not for the
purpose of expressing on optnion on the effectiveness of intemal control over comphance Accordingly, we
do not express an opimon on the effectiveness of the District's internal control over compliance

- . - S §
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Board of Directors
KIPP New Orleans, Inc

Internal Control Over Compliance - Continued

A deficiency m internal control over compliance exists when the design or operaton of a control aver
compliance does not allow management or employees, 1n the normal course of performing their assigned
functions, to prevent, or detect and correct, noncatmpliance with a type of comphance requirement of a federal
program on a timely basis A matenal weakness in internal control over comphance s a deficiency, ar
combmnation of deficiencies, in internal control over compliance, such that there 15 a reasonable possibility
that a matenal noncompliance with a type of compliance requirement of a federal program will not be
prevented, or delected and corrected, on a timely basis

Qur consideration of internal control over comphance was for the mited purpose descrnibed in the first
paragraph of this section and was not designed to identify all defictencies in internal control over compliance
that might be deficiencies, significant deficiencies or matenal weaknesses We did not identfy any
deficiencies in internal control over compliance that we consider 1o be matenal weaknesses as defined
above However, we identified certain deficiencies in interna!l contro! over comphance that we consider to be
significant deficiencies as descnbed in the accompanying schedule of findings and questioned costs as items
2011-1 and 2011-2 A significant deficiency i internal control over complance 1s a deficiency, or a
combination of deficiencies, in internal control over comphance with a type of comphance requirements of a
federal program that i1s less severe that a matenal weakness in internal control over comphance, yet
important enough to mernt attention by thase charged with governance

KIPP New Orleans, Inc 's responses to the findings identified 1n our audit are described in the accompanying
schedule of findings and questioned costs We did naot audit KIPP New Orleans, Inc’s responses and,
accordingly, we express no opinion on the responses

Schedule of Expenditures of Federal Awards

We have audited the financial statements of KIPP New Crleans, Inc as of and for the year ended June 30,
2011, and have 1ssued our report thereon dated December 23, 2011, which contained an unqualified opinion
on those financial statements Qur audit was performed for the purpose of forming our opinion on the
financtal statements as a whole The accompanying schedule of expenditures of federal awards i1s presented
for purposes of additional analysis as required by OMB Circular A-133, and 1s not a required parl of the
financial statements Such informaton i1s the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements The
information has been subjected to the auditing procedures applied in the audit of the financial statements and
certain other procedures, including companng and reconciing such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with audiing standards generally accepted in the
United States of Amenca In our opinton, the schedule of expenditures of federal awards is fairly stated in all
matenal respects in relation to the financial statements as a whole

This report 15 intended solely for the information and use of the Board of Dhirectors, the Legislative Auditor of
the State of Lousiana, and federal awarding agencies and pass-through entitties and 1s not intended to be and
should not be used by anyone other than these specified parties Under Louisiana Revised Statute 24 513,
this report is distnbuted by the Louisiana Legislative Auditor as a public document

e 2 Foe# sz

South Portland, Maine
December 23, 2011
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KIPP New Orleans Inc

Schedule of Expenditures of Federal Awards

Year Ended June 30, 2011

Federal Grantor/Pass-Through
Grantor/Pragram Title

U 8. Department of Education

Passed-Through State of Louisiana Department of Education

Title |, Part A Cluster
Title | Grants to Local Educationa! Agencies
ARRA - Title | Grants to Local Educational
Agencies, Recovery Act
Total Title |, Part A Clustar

Special Education Cluster (IDEA)
Special Education - Grants to States
Special Educaiion - Preschoal Grants
ARRA - Special Education Grants to States,
Recovery Act
Total Special Educatban Cluster (IDEA)

Chanter Schools

School Improvements Grants, Recovery Act

Improving Teacher Qualty State Grants

Education Jobs Fund

Safe and Drug Free Schools and Communities -
State Grants

Passed-Through Foundations

Investment in Innovation (13) Fund
Charler Schools

Total US Department of Education

U.S. Department of Health and Human Services

Passed-Through State of Louisrana Depariment of Education

Temporary Assistance for Needy Families
U.S. Department of Agriculture

Passed-Through State of Louisiana Department of Educaton

Nahonal Schoot Lunch Program

Total Expenditures of Federal Awards

See accompanying independent auditors’ report an schedule of expenditures of federal awards

The accompany noles are an integral part of this schedule

Federal
CFDA
Number

84 010

B4 389

84 027
84173

84 391
84 282
B4 388
84 367
84 410

84 186

84 395
84 282

93 558

10 555

Federal
Expendilures

$ 1,54584

4,726

1,550,567

298,120
8,692

85,701

402,413

682,439
228,778
206,445
234,385

11,474

96,328

188,119

3.600,945

183,768

1.133,078

$ 4917.7N
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KIPP New Crleans, Inc

Notes to Schedule of Expenditures of Federal Awards
Year Ended June 30, 2011

NOTE 1 — BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal grant
activity of KIPP New Orleans, Inc under programs of the federal government for the year ended June 30,
2011 The information in this Schedule 1s presented in accordance with the requirements of OMB Circular A-
133, Audis of States, Local Governments, and Non-Profit Organizations Because the Schedule presents
only a selected porbion of the operations of KIPP New Orleans, Inc , 1t 1s not intended to and does not present
the financial position, changes in net assets, or cash flows of the School

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Schedule is presented on the modified accrual basis of accounting Therefore, some amounts presented
in this Schedule may differ from amounts presented in, or used in the preparation of the general purpose
financial statements



KIPP New Crleans, Inc

Schedule of Findings and Questioned Costs
Year Ended June 30, 2011

Section | Summary of Auditors' Results

Financial Slatements

Type of auditors’ report 1ssued
Internal control over financial reporting

Matenial weakness{es} identified? Yes
Significant deficiency(les) identified? Yes
Noncompliance matenal to financial statements noted? Yes

Federal Awards

Internal control over major programs
Matenal weakness(es) identified? Yes
Significant deficiency(ies) dentified? Vv  Yes

Type of audilors' report 1ssued on comphance for major programs

Any audit findings disclosed that are required to be reported
1n accordance with OMB Circular A-133, Seclion 510(a)? Yes

Identification of major programs

CEDA Number{s) Name of Federal Program or Cluster
84 027, 84 173, Special Education Cluster (IDEA)
84 391,

84 010, B4 389 Title |, Part A Cluster

Dollar threshold used to distinguish between
Type A and Type B programs

Auditee qualified as low-nisk auditee? ¥  Yes

Section i Financial Statement Findings

None noted

Unqualified
7 No
v None reported
v No
v No

None reported
Unqualfied
v No
$300,000

No
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KIPP New Orleans, Inc

Schedule of Findings and Questioned Costs

Year Ended June 30, 2011

Section Il Federal Award Findings

Finding 2011-1, U.S. Department of Education, CFDA #’s 84.010 and 84.389, Title |, Part A Cluster and
CFDA #'s 84.027, 84.173 and 84.391, Special Education Cluster {(IDEA)

Condiion

Thete was a lack of evidence of approval of invoices that were charged to the program

Cntena

OMB Circutar A-87 requires that amounts charged to federal award programs be properly approved
Cause

The School was not consistent in documenting that invoices were approved for payment.

Effect

Failure to approve invoices pror to payment could potentially result in ineligible expenses being charged to the
program

Questioned Costs

There were no guestioned costs identified
Context

We found one instance out of a sample of 40 transactions for which there was not proper evidence of approval
n the Title {, Part A Cluster We found five instances out of a sample of 40 transactions for which there was
not proper evidence of approval in the Speciat Education Cluster (IDEA)

Recommendation

The indmduals responsible for approving invoices should be more careful to ensure that they provide evidence
of approval of Invoices by initialing the invoices In addition, accounts payable personnet should be trained lo
not process an invoice and send it back to the responsible person for approval o there s not evidence of
approval clearly indicated on the nvoice

Grantee's Response

A process Is In place in Fiscal 2012 whereby any nvoices that de not have an approval will be retumed to the
authonzer for approval  This review will take place with the accounts payable person as well as the person
signing the check (either CFO or Controller)



KIPP New Orfeans, inc

Schedule of Findings and Questioned Costs

Year Ended Juna 30, 2011

Section Il Federal Award Findings — Confinued
Finding 2011-2, U.S. Department of Education, CFDA #’s 84.010 and £4.389, Title |, Part A Clusier

Condition

We found instances of expenses charged to the program for which there was not supporting documentation
available to review, such as an invoice

Critena

OMB Circular A-87 requires that amounts charged to federal award programs be supported by supporling
documentation such as an mvoice

Cause
The invoices were lost or misplaced
Effect

Failure te provide supporiing documentation for expenses could potentially result in ineligible expenses being
charged to the program

Questioned Costs

The total amount of potential questioned costs based on the two missing invoices was $368

Context

We found two instances out of a sample of 40 transactions for which there was not an invoice or other
supporting documentation to substanbiate the expense The dollar amount of the two invoices was $368 out of
a total of $41,486 expenses examined In the sample This resulls in projected potenlial questioned costs of
513,754

Recommendaticn

The School should be careful lo make sure that all iInvoices are obtained to support expenses and that the

nvoices are filed and maintained so that they can be obtained for future reference to substantiate the
expenses Incurred

Grantee's Response

The School will be sure that no expenses are submitted for retmbursement without an approved invoice as
supporting documentation
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KIPP New Orleans, Inc

Summary Schedule of Prior Audit Findings and Questioned Costs

Year Ended June 30, 2011

Finding 2010-1, Segregation of Accounting Dutles
Condition.

Based on our observatons dunng the audi, it s our opinion that the accountng depariment was
understaffed. As a result, certain accounting duties and processing of accounting transactions did not
occur on a timely hasis Timely financial statements are cntical to enable the effective management of
KIPP N.O

As KIPP N.O has continued to grow in size, and there has not been a proportional increase n the
accounting department's staffing  Expanding the accounting department would facilitate the
segregation of accounting duties and greatly strengthen KIPP N O 's internal controls

Addnionally, dunng fiscal 2010, there was significan! turnover in the accounting department including
the Director of Finance

Recommendation:

We recommend that KIPP N.O. hire additional personnel 1n order to properly staff the accounting
department,

Current Status:

Corrected
Finding 2010-2, Time and Effort Documentation in Accordance with OMB A-87

Condition;

The School did not maintain semi-annual certificates or time and effort distnbution records on employees
whose salanes ara funded through the following programs Title |, Titla Il, Title IV, Tile V part B and
IDEA.

Recommendation

It was recommended that the School aedopt policies and procedures to comply with the requirements of
OMB Circular A-87. A certificate should be created to be completed semi-annually by employees whose
compensation is funded solely from a single cost objective For employees whose time 1s spiil between
multiple cost objectives or programs, we recommend that time and activity reports be mamtained
throughout the year, preferably for each pay penod. This would apply to all employees whose
compensation is funded through Title 1, Title I, Title IV, THle V part B, and IDEA programs (including
ARRA funding).

Cumen{ Status,
Corrected



KIPPs

NEW ORLEANS

SCHOOLS

AE VLSRRI

Apnl 5, 2012

Legislative Auditor

Post Office Box 94397

1600 North 3w Street

Baton Rouge, Louisiana 70804

Kipp New Orieans, Inc respectfully submits the following correction action plan for the year ended June
30, 2011.

Name and address of the independent public accounting firm-

Macdonald page & co LLC
30 Long Creek Drive
South Portland, ME 84106

Audit Penod
July 1, 2010 through June 30, 2011

The findings from the June 30, 2011 Louisiana Agreed Upon Pracedures report is discussed below.

Education Levels of Public School Staff (Schedule 2)
Findings:

We found four instances of employeas that were included in the number of full-bme classroom teachers,
however, they were not included in the School's payroli records as of Qctober 1

‘We found two instances in which there was not supporting documentation in the personnel fite to verify
the teacher’'s educslion level

Action Taken:

s Verified employee listing for October 1, 2011 PEP Report with the October 1, 2011 payroll
report to identify discrepancies and ensured the file submitted this year reflects the accurate
number of employees currently employed with KIPP New Orleans Schools.

« Conducted an audit of personnel files, identified missing documentation and enlisted support
of Business Operations Managers to ensure files are up to date and accurate.

« Moved files to the School Suppart Center to ensure timely updates are made to all files

PO Box 2390, New Orleans, LA 70176



KIPP:

NEW ORLEANS

SCHOOLS

GF h2IEE K1 RUFP

Experience of Public Principals, Assistant Principals, and Fulil-time Classroom Teachers

{Schedule £}
Findings:

We found 14 instances in which the number of years expenence of the employee as listed n the Profile of
Educational Personnel file did not agree with the number of years expenence in their personnel file

We also found one instance in which there was not supporting documentation in the persannel file to
verify the employee’s experience

Action Taken:

¢ Conducted audit of personnel files and collected documentation to establish and support the
number of years experience listed on the PEP Report, and adjusted PEP Report data this year
to reflect accurate years of experience.

Public School Staff Data: Average Salarles (Schedule 5)
Findings:

We found seven instances in which salary amounts for the employees did not agree to the employee’s
actua) salary amount. For a majonty of the employees selected for testing there was not evidence of the
empioyee’s current salary in therr personnel file Aiternatively, we traced the employee salanes 1o the
School's payroll records

Action Taken:
» Verified Payroll Report with PEP Report and submitted corrections for the salary amount.
» Enforced the process requiring all managers to complete Employee Change Forms for any

compensation changes and ensure the forms are then filed in employee folders to reflect the
accurate salary.

If you have any additional questions regarding this plan, please contact Michael Dunn at {504) 565-6150

Sincerely yours,

Michael A. Dunn
Chief Financial Officer

PO Box 2390, New Orleans, LA 70176



NEW ORLEANS
SCHOOLS

CORRFOTIVF ACTION Pl AN

January 18, 2012
U.S. Department of Education

KIPP New Orleans, inc respectfully submlts the following corrective action plan for the
vear ended June 30, 2011

Name and address of independent public accounting firm

Macdonald Page & Campany
30 Long Creek Drive
South Portland. Maine 04106

Audrt petiod-
July 1. 2010 through June 30. 2011

The findings from the June 30, 2011 schedule of findings and guesticned costs are
discussed below The findings are numbered consistently with the numbers assigned in
tha arhadiie

FINDINGS—FEDERAL AWARD PROGRAMS AUDITS

DEPARTMENT OF FNUCATION
2011-1 CFDA #s 84.010 and 84 389, Title |, Part A Cluster and CFDA #s 84.027,
84.173 and 84.391, Special Education Cluster (IDEA)

Significant Deficiency

Recommendation: The individuals responsible for approving inveoices should
be more careful to ensure that they provide evidence of approval of invoices by
inttialing the invoices. in addiion, accounts payable personnel should be
trained to not process an invoice and send it back to the responsible person for
approval i there is not evidence of approval clearly indicated on the invoice

Action Taken: A process 1s in place in Fiscal 2012 whereby any invoices that
do not have approval will be retumed to the authonzer for approval. This
review will take place with the accounts payable person as well as the person
staning the check (either the CFO or Controlier)

PO Box 2390, New Orleans, LA 70176




NEW ORLEANS
SCHOOLS

2011-2 CFDA #s 84 010 and 84 389, Title |, Part A Cluster
Sianfficant Deficiency

Recommendation The School should be careful to make sure that all invoices
are obtained to support expenses and that the invoices are filed and
maintained so that thev can be obtained for future reference to substantiate the
expenses incurred

Action Taken. The School will be sure that no expenses are submitted for

reimbursement without an approved invoice as supporting documentation.
This policy has taken effect in Fiscal 2012.

If the U.S. Department of Education has questions regarding this plan, please call
Michael Dunn at (504) 565-6160

Sincerely vours,

Michael A Dunn
Chiaf Financial Officar

PO Box 2380 New Orleans. LA 70176




